DRAFT

THIRD TAXING DISTRICT
of the City of Norwalk
Commission Meeting
July 6, 2015

ATTENDANCE: Commissioners: Charles Yost, Chair; David Brown, Debora Goldstein;
Treasurer: Dr. Michael Intrieri

STAFF: Jim Smith, General Manager; Ron Scofield, Assistant General Manager

CALL TO ORDER

Commissioner Yost called the meeting to order at 7:00 p.m. A quorum was present.

PUBLIC COMMENT

There was no one present from the public.

MINUTES OF MEETING

June 1. 2015

The following corrections were noted:
Page 1 — Under Attendance — Add Treasurer to Dr. Michael Intrieri’s name.

** COMMISSIONER GOLDSTEIN MOVED TO APPROVE THE MINUTES OF JUNE
1, 2015 REGULAR MEETING AS CORRECTED.

** COMMISSIONER YOST SECONDED.

** COMMISSIONER BROWN ABSTAINED.

June 23, 2015

** COMMISSIONER GOLDSTEIN MOVED TO TABLE THE MINUTES OF JUNE 23,
2015 TO THE NEXT REGULAR COMMISSION MEETING UPON FURTHER
REVIEW OF THE RECORDING.

** COMMISSIONER YOST SECONDED.

** THE MOTION PASSED UNANIMOUSLY.

Commissioner Yost asked what Attachment A was and was told that it was the handout from
Sarah Mann at the June 23™ meeting. Commissioner Brown asked, “and it comes from where?”
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Commissioner Goldstein replied that it was excerpted from the Annual Meeting Minutes that we
had put up after the vote on March 23", Commissioner Brown asked if we, the Commission,
agreed with it. Commissioner Goldstein responded with a detailed explanation of what took
place at the Annual Meeting. Commissioner Brown asked about whether or not if there was a
rebuttal and Commissioner Goldstein stated that Commissioner Yost did send a rebuttal to Sarah
Mann on June 25, 2015 as follows:

“Regarding the excerpt of the record of the annual meeting referencing the library planning
committee: if you read the record of the amendment in its entirety, we were instructed by the
electors to form a committee that included public input, library input and commission input to
make recommendations to the Commission for applying the $19,500 budget item for
improvements called for in the master plan.”

COMMISSION BYLAWS

Commissioner Goldstein presented a very rough draft for discussion purposes only of
Commission ByLaws after reviewing the Charter. She further explained how she went about
gathering the contents and ensuring that there were no conflicts with the City Charter. She took
each common item and if it was dealt within the Charter, she didn’t include it, but if it wasn’t
dealt within the Charter she wrote what she thought came closest to being a best practice.

Commissioner Brown questioned the interaction between Third Taxing District and the City
Charter. Commission Goldstein explained how we fall under the City Charter and that the Third
Taxing District does not have a stand-alone Charter. There is a section under the City Charter
referring to the Third Taxing District. There are other sections of the City Charter that affects
Third Taxing District, i.e., elections, tax collection provisions, etc.

Upon further discussion, Commissioner Yost thought it might be best to have an attorney review
the draft and give their insight on the ByLaws. Discussion took place about who the best
attorney might be to review the draft ByLaws. Commissioner Brown and Dr. Intrieri thought
Atty. Bove would be a good candidate.

Commissioner Goldstein asked Mr. Smith if the APPA had an advisory council that could
possibly give guidance on the issue. Mr. Smith indicated that Atty. Phil Sussler (CMEEC’s
attorney) would probably be the best candidate as he has experience with public power in
Connecticut. It was agreed that Mr. Smith would contact Atty. Sussler and have him review the
draft ByLaws and bring his feedback to the Commission at a future meeting.

LIBRARY MASTER PLAN DISCUSSION

The Commission placed a call to Alex Cohen, the Consultant for the Library Master Plan, to
discuss the upcoming forum later in the week and a review of his meeting with the Library
Board. Mr. Cohen reviewed the work to date on the Master Plan. He met with the Library
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Board and presented two options. He also explained to the Board that the definition of the
Library Planning Committee, for his purposes, may have been misunderstood by the Library
Board. He explained to them that the Planning Committee is a “sounding board” for assessing
the library — what it looks like today, developing a building program option, but also has the
potential to be a fundraising committee. They will support what will be triggered from this,
which is a capital campaign, a public/private investment in the library.

After showing the Board the two options, the major feedback was that their lifeblood is the
meeting room. Mr. Cohen also talked to them about the survey and the survey results. One of
the questions was - what is the most important service the library provides? 66% said books;
20% said children services. This is a bit of a troubling question — what is the state of the
children’s program in the library.

Commissioner Brown brought up fundraising. He felt it should be added as an option. The
results of the master plan, be it putting in an elevator or adding a handicap ramp, would still be
expensive items and monies need to be raised. The Commission agreed that fundraising for the
library is a major task, which should be included in the end result of the Master Plan. The
Library cannot expect TTD to fund all the improvements. The Commission is willing to work
with them to assist in the fundraising efforts.

Mr. Cohen and the Commission then talked about the upcoming forum to be held on July 9" and
how it should be presented. Mr. Cohen said he would start with an options presentation showing
advantages vs. disadvantages. There would also be breakout stations which would include
services, operations and fundraising, and ending the night with a roundtable wrap-up.

GENERAL MANGER'’S REPORT

Department Policies

Mr. Smith wanted to raise the issue that in conjunction with working on the ByLaws, we also
need to look at writing department policies once the ByLaws are in place. A few have been
written to date. Mr. Smith recommended that TTD engage APPA or someone similar to develop
a strategic plan in the early Fall when the Library issue is should be winding down.

Commissioner Brown asked what the definition of a strategic plan would be. Mr. Smith said it is
a long-term strategy for the department, where we want to be in two years, four years or even ten
years down the road. Do you want to get into other types of products or services? What are your
strengths and weaknesses, what can you improve on, etc. A strategic plan will set the tone for
the future of the utility.

The Commission agreed that the Strategic Planning process should probably be put on the
calendar for October.
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Concert Procedures

Mr. Scofield reviewed the concert procedures with the Commission and the responsibilities of
the host(ess) of the concert on a particular day, including introducing the band, paying them and
answering any questions that could arise while set up is taking place. He also explained what
would need to be done in case of inclement weather. He gave them handouts with all the
information (contact names and phone numbers) of who would need to be notified should you
need to cancel. '

DISCUSSION/ANALYSIS OF FINANCIAL STATEMENTS/KEY PERFORMANCE

May was a fairly decent month, a positive month. In terms of a cash basis we have a net income
of $19,926 vs. this time last year which was a net loss of $124,846. The key piece is the revenue
piece which is a little less than 2% under last year’s YTD revenues and the reason is because of
the under recovery of fuel adjustment revenues through May 2015. Right now we are
approximately $300,000 to $400,000 under-collected on the PCA. We will be increasing
gradually the PCA over the next several months to be able to minimize rate shock to the
customers.

Commissioner Goldstein wanted to know what line item 980-00 General Community Expenses
is. Mr. Smith told her it was all monies spent on the library forums.

PROJECT SUMMARY

Commissioner Goldstein asked if actual numbers could be provided for A-Base Meter
Replacement, LED street lights and Radio-Read meters.

Commissioner Brown asked what the benefit of replacing A-Base meters is. Mr. Smith told him
it provides for more accurate readings, reduces the risk of a house fire due to over-voltage
conditions, and brings the house up to current safety code standards required by City Electrical
Inspectors.

Commissioner Goldstein asked if we can get any readings on the EV Charging Station usage.

Mr. Smith said the usage is minimal, but there is a meter on the other side of the Library parking
lot fence for the charging station that can be read.

EXECUTIVE SESSION

** COMMISSIONER BROWN MOVED TO ENTER INTO EXECUTIVE SESSION TO
DISCUSS PERSONNEL.

** COMMISSIONER YOST SECONDED.

** THE MOTION PASSED UNANIMOUSLY.
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The Commissioners, Dr. Intrieri, and Mr. Smith entered into Executive Session at 9:12 p.m.

** COMMISSIONER GOLDSTEIN MOVED TO EXIT THE EXECUTIVE SESSION
AND RETURN TO THE PUBLIC SESSION.

** COMMISSIONER YOST SECONDED.

** THE MOTION PASSED UNANIMOUSLY.

The Commissioners, Dr. Intrieri and Mr. Smith returned to public session at 9:31 p.m.

** COMMISSIONER GOLDSTEIN MOVED TO APPROVE THE ASSISTANT
GENERAL MANAGER’S PERFORMANCE EVALUATION BASED ON THE
RECOMMENDATION OF THE GENERAL MANAGER.

** COMMISSIONER YOST SECONDED.

** THE MOTION PASSED UNANIMOUSLY.

ADJOURNMENT

** COMMISSIONER GOLDSTEIN MOVED TO ADJOURN.
** COMMISSIONER YOST SECONDED.
** THE MOTION PASSED UNANIMOUSLY.

The meeting adjourned at 9:46 p.m.

Respectfully submitted,

Cynthia Tenney
Executive Assistant
Third Taxing District
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THIRD TAXING DISTRICT
of the City of Norwalk
Special Commission Meeting
June 23, 2015

ATTENDANCE: Commissioners: Charles Yost, Chair; Debora Goldstein
Treasurer: Dr. Michael Intrieri

STAFF: Jim Smith, General Manager; Ron Scofield, Assistant General Manager
PUBLIC: Sarah Mann, Stanley Siegel, Jim Anderson
CALL TO ORDER

Commissioner Yost called the meeting to order at 7:01 p.m. A quorum was present.

PUBLIC COMMENT

Sarah Mann stepped forward and spoke.

“First of all, my first question and statement is, why do all the Library Planning Committee
meetings have to be in secret?”

Commissioner Yost: “Wait a minute. Are you expecting answers now or are you just making a
statement?”’

Ms. Mann: “Ideally, I’d like answers.”
Commissioner Yost: “We haven’t had one Library Committee Meeting. Continue.”

Ms. Mann: “Why did you have to read the resumes of the Planning Committee members in
secret in Executive Session?”

Commissioner Yost: “What?”

Ms. Mann: “On May 21, on the agenda, it shows that you were reading the resumes of the
Library Planning Committee volunteers in Executive Session. That’s what is showed on your
agenda.

Commissioner Goldstein: “We didn’t do resumes.”

Ms. Mann: “That’s what the agenda showed.”
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Commissioner Goldstein: “What do the Minutes for that meeting say?”

Commissioner Yost: “We’re not going to have a discussion here. We have 15 minutes. Go
ahead. Continue.”

Ms. Mann: “And finally, (handed out copies — see Attachment A) this is your Annual Minutes
from your Annual Meeting. As you can see the electors voted in the meeting that there should be
two Commissioners on the Planning Committee. So, moving forward, it looks like you guys
wanted to have three Commissioners on the Planning Committee. Is that still correct?”

Commissioner Goldstein: “This is public comment. We’re listening.”

Ms. Mann: “Okay, so, it seems as though you all want to have three Commissioners on the
Planning Committee, two Library Board members and three members of the public. I don’t
understand how you can arbitrarily change that when the electors have said two members, two
Commissioners. That’s all.”

Commissioner Yost: “Thank you.”

BOY SCOUTS/CONSTITUTION PARK FLAG POLE DISCUSSION

Mr. Smith presented David Shockley’s request for Boy Scout Troop 19 to use the flag pole in
Constitution Park for holiday and flag ceremonies. If permitted, they are asking if TTD would
please make some minor repairs which consist of 2 new halyards and proper hand lines. The flag
would be donated by the Boy Scout Troop.

The Commission’s major concern was liability. Mr. Smith said that we have liability insurance
coverage for all the parks in the district. Commissioner Yost asked Mr. Smith to contact the
insurance agent and get a direct answer about this particular issue. Commissioner Goldstein also
asked if Mr. Smith could find out whether or not the Boy Scouts have insurance or are willing to
sign a waiver for the use of the park.

** COMMISSIONER GOLDSTEIN MADE A MOTION TO AUTHORIZE MR. SMITH
TO ACT BASED ON THE INFORMATION AND GUIDANCE PROVIDED TO SECURE
EITHER CONFIRMATION OF LIABILITY INSURANCE ON THE BOY SCOUTS OR
A WAIVER FOR TTD AND CERTIFICATION THAT THEY ARE GOING TO BE
SUPERVISED BY AN ADULT AND THEN HE CAN CLOSE THE DEAL.

** COMMISSIONER YOST SECONDED.

** THE MOTION PASSED UNANIMOUSLY.

** COMMISSIONER GOLDSTEIN MOVED TO AUTHORIZE MR. SMITH TO MAKE
THE REPAIRS TO THE FLAG POLE THAT ARE NECESSARY.

** COMMISSIONER YOST SECONDED.

** THE MOTION PASSED UNANIMOUSLY.
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2015-16 ANNUAL REVENUE & EXPENSE BUDGET

Mr. Smith presented the Commission with the Operating Budget for FY 2015-16. The
Commission reviewed the line items and had some questions, which were answered satisfactorily
by Mr. Smith. Commissioner Yost asked that one change be made to the Operating Budget.
Under Income, 443-00, Cervalis Data Center Revenues, he asked that the number be increased
from $72,000 to $150,000. All other line items remained as is.

** COMMISSIONER YOST MOVED TO APPROVE THE ANNUAL OPERATING
BUDGET FOR FY 2015-16.

** COMMISSIONER GOLDSTEIN SECONDED.

** THE MOTION PASSED UNANIMOUSLY.

FIVE-YEAR CAPITAL BUDGET FORECAST FY 2015-16 - FY 2019-20

Mr. Smith presented the Commission with the Capital Expense Budget for FY 2015-2016. Mr.
Smith said he would like to request the “Middle” scenario under the Capital Projects Priority List
for the upcoming year. The total request is $1,551,000, and includes $493,500 for SCADA
which has to be done. The Commission reviewed the projects for consideration and asked
questions, which were answered. Two of the projects which were discussed in detail were the
Storage Facility and the WWTP, which are two of the larger projects on the Priority List.

Mr. Smith then presented the Funding Schedule for the Capital Projects. The Commission
discussed the schedule and indicated concern that the funding was going to use half of what is
currently in the Capital Improvement Account. Further discussion took place and it was decided
to decrease the Capital Improvement Account funding from $500,000 to $250,000. The
$250,000 would then be taken from the CMEEC Rate Stabilization Fund, making the new
funding amount from this account $1,051,000.

** COMMISSIONER GOLDSTEIN MOVED TO APPROVE THE THIRD TAXING
DISTRICT FY 2015-16 CAPITAL PROJECTS BUDGET AT THE MIDDLE CASE
LEVEL WHICH IS $1,551,000 INCLUDING SCADA ITEMS AND THE CAPITAL
PROJECTS FUNDING SCHEDULE FOR THE SAME FISCAL PERIOD AS AMENDED
AT THIS MEETING.

** COMMISSIONER YOST SECONDED.

** THE MOTION PASSED UNANIMOUSLY.

Before adjourning the meeting Commissioner Yost addressed those members of the public in
attendance.
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Commissioner Yost: “If you guys want to sit down sometime and discuss whatever questions or
issues you have, come to us. We want to talk.”

Mr. Anderson : “We’ve tried.”

Commissioner Yost: “Jim, you just went through a routine here that you didn’t have to do. I
want to have a meeting.” '

Ms. Mann: [Indistinct]
Commissioner Yost: “You’re not going to get a discussion.”

Ms. Mann: “That was really unfair. I’'m an elected Board member, you didn’t have to attack

*

me.
Commissioner Yost: “I didn’t attack you.”

Ms. Mann: “You did to when I made the motion.”

Commissioner Yost: “If you want to have a meeting, come to us and ask for a meeting. Okay?”
Ms. Mann: “Okay. Fair enough.”

Commissioner Yost: “Thank you.”

ADJOURNMENT

** COMMISSIONER GOLDSTEIN MOVED TO ADJOURN.
** COMMISSIONER YOST SECONDED.
** THE MOTION PASSED UNANIMOUSLY.

The meeting adjourned at 7:42 p.m.

Respectfully submitted,

Cynthia Tenney
Executive Assistant
Third Taxing District
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Cynthia Tenney

From: Cynthia Tenney
“ent: Wednesday, July 22, 2015 4:28 PM
L 0! '‘John Bove'
Cc: James W. Smith
Subject: Annual Meeting Minutes
Attachments: Annual Meeting Minutes - Amendment Section.docx
John,

I'm forwarding to you the portion of the Minutes that are in question. Please let me know if you need any clarification.

Thank you.

L E DI

LALF

ctenney@tid.gov

CONFIDENTIALITY WARNING: This email may contain confidential or proprietary business information and is for
the sole use of the intended recipient(s). Any unauthorized use or disclosure of this communication, including

attachments, is strictly prohibited. If you believe you have received this email in error, please notify the sender
"wnimediately and delete it from your system.




Amendment from Annual Meeting — 3/23/15

Ms. Cece said may I make a motion?

Acting chairman Lyons said well, we have your amendment is on the floor. We have to take care of that
first. Do you want to withdraw your amendment now that we've passed this motion? Because your

motion was to have it come back --
Ms. Cece said right. I'll keep the amendment on the floor.
Acting Chairman Lyons said okay. Can you restate your amendment? It has been seconded.

Ms. Cece said the amendment is that the East Norwalk Association would come back to the Third Taxing
District Commissioners with a list of recommendations for the masterplan so that the funding of those

improvements could be decided by the Commission.

Acting Chairman Lyons said okay, there's been a second. Is there any discussion specifically on that

motion? I'm going to keep you to the fire on this. Mr. Yost?

Chairman Yost said Diane, you're saying a list of recommendations for the completed masterplan? These
are recommendations from the completed masterplan? Ms. Cece said they're chosen recommendations,

they're going to select them and come back --

Chairman Yost said can you amend it to a list of recommendations chosen by the library committee of the
masterplan where you have public input, you have the library input, and you have our input. Ms. Cece

said I will.

Acting Chairman Lyons said so you're allowing a friendly amendment to your amendment to say that it is
-- the recommendations come from the library committee, which is composed of public, library board

members and who else? Goldstein said commissioners.

Acting Chairman Lyons said three commissioners. {7#is is the stutement in question. The oviginal

miEnites reads “two commissioners.”)




Mr. Cuttner said 1 will accept that. Acting Chairman Lyons said Mr. Cuttner has seconded that one and
you'll accept that? Ms. Cece said yes.

Lyons said okay. Is there discussion on that amendment? Okay, hearing none, all in favor of that
amendment, please signify by saying aye -- No, I mean -- sorry -- holding up your card. You can't hold
up three cards. If they're not here in the room, -- Mr. Scofield said 18.

Acting Chairman Lyons said okay. Opposed? Mr. Scofield said 9.

Acting Chairman Lyons said okay, that amendment passes.




Memorandum
Third Taxing District
Electric Department

To: TTD Commissioners
From: Jim Smith — General Manager
Date: July 20, 2015

Subject: 2015 Oyster Festival

Attached please find a copy of a memo from William Collins requesting the district’s
participation in the 38" Annual Oyster Festival, which will be held at Veteran’s Park in
East Norwalk on September 11" through the 13™.

If the Commission approves the request, we will perform the tasks listed in the memo by
the Norwalk Seaport Association and will bill them accordingly.

My recommendation is to continue to participate as we have in the past in support of the
Seaport Association’s efforts.

M:\Jim Smith - General Manager\2015\Cover Memo- 2015 Oyster Festival.doc




July 17, 2015

Mr. James W. Smith, General Manager
Third Taxing District Electric Department
2 Second Street

East Norwalk, CT 06855

Dear Mr. Smith:

The purpose of this letter is to request support of the Norwalk Seaport Association’s 38th Oyster Festival
to be held on Friday through Sunday, September 11, 12 & 13, 2015 at Veterans Park in East Norwalk.

The setup process will begin on Monday, August 31 and the removal process will begin on Monday,
September 14 with completion on or about September 18. Following are the anticipated tasks we
request support from Third Taxing District Electric Department.

1. Connect power lines to temporary services {about 30) prior to event and disconnect
them after the event,

2. Temporary installation, removal and/or adjustment of security lighting.

3. Deliver and install up to four (4) wood poles from the storage area and, after the

festival, remove and transport them back to that property.

Please provide the hourly rates for the positions and equipment that will be necessary to accomplish
those tasks. The charges in 2014 for items previously not included in your invoices combined with the
financial loss incurred by the Norwalk Seaport Association at last year’s Oyster Festival necessitates that
we plan and manage our budget precisely and those amounts will facilitate our efforts to that end.

Again this year, | will again be the on-site contact and Jerry Toni, Business Manager, Norwalk Seaport
Association will be the contact for invoicing. Our contact information is: Jerry (203-838-9444) or
jerry.toni@seaport.org and Bill (703-304-5294) or bill@thehighroadinc.com.

I look forward to working with you and your staff again this year.

Sincerely,

UW. S. (Collins, th.

William S. Collins, Jr., CFEE
Oyster Festival Operations Manager

WSC: mom
Copy: Jerry Toni, Business Manager
Mike Reilly, Oyster Festival Chair

Norwalk Seaport Association, Inc., 132 Water Street, Norwalk, CT 06854
203-838-9444 (voice) 203-855-1017 (fax) V www.seaport.org




Memorandum
Third Taxing District
Electric Department

To: TTD Commissioners |

From: Jim Smith — General Manager L{T,
!

Date: July 27, 2015

!
Subject: Engagement Letter — Hope and Hetnandez

B e e S e e e e A e s
Attached please find a copy of a formal engagement letter from our auditors, Hope and

Hernandez, outlining the scope of services they plan on providing with respect to the
financial audit for FYE June 30, 2015.

The services and fee as outlined are consistent with what has been presented in the past.

I am requesting however, that the timing of the audit be moved up on their schedule,
since last year’s audit was not performed in a timely manner.

My recommendation is to engage Hope and Hernandez to perform the audit for TTD for

FYE June 30, 2015 for a cost not to exceed $20,548.00 vs. the cost of last year of
$20,145.00

M:\Jim Smith - General Manager\2015\Cover Memo - July 27, 2015 audit engagement letter.doc
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July 17, 2015
Mr. James W. Smith, General Manager
Third Taxing District
2 Second Sirest
East Norwalk, CT 06855

ENGAGEMENT LETTER FOR THE YEAR ENDING
JUNE 30, 2015
Dear Mr. Smith:

We are pleased to confirm our understanding of the services we are to provide for the Third
Taxing District of the City of Norwalk, Connecticut for the year ended June 30, 2015. We will
audit the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information, including the related notes to the
financial statements, which collectively comprise the basic financial statements of the Third Taxing
District of the City of Norwalk, Connecticut as of and for the year ending June 30, 2015.
Accounting standards generally accepted in the United States of America provide for certain
required supplementary information (RSI), such as management's discussions and analysis
(MD&A), to supplement the Third Taxing District of the City of Norwalk, Connecticuts basic
financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board who considers it to be an essential
part of financial reporting for placing the basic financial statements in an appropriate operational,
eccnomic, or historical context. As part of our engagement, we will apply certain limited
prozedures to the Third Taxing District of the City of Norwalk, Connecticut’'s RS! in accordance
with auditing standards generally accepted in the United States of America. These limited
procedures will consist of inquiries of management regarding the methods of preparing the
information and comparing the information for consistency with management's responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We will not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express
an opinion or provide any assurance. The following RSI is required by generally accepted
accounting principles and will be subjected to certain limited procedures, but will not be audited:

1. Management's Discussions and Analysis

We have also been engaged to report on supplementary information other than RSI that
accompanies the Third Taxing District of the City of Norwalk, Connecticut’s financial statements.
We will subject the following supplementary information to the auditing procedures applied in our
aucit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to
prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America, and we will provide an opinion on it in relation to the financial statements as a whole.

B R e e S
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Mr. James W. Smith, General Manager
Third Taxing District

Page -2-

1. Schedule of Litility Plant.

2. Schedule of Various Operating Expenses.

3. Schedule of Various Administrative Expenses.

The following other information accompanying the financial statements will not be subjected to the
auditing procedures applied in our audit of the financial statements, and our auditor's report will
not provide an opinion or any assurance on that other information.

1. Schedule of Changes in Net Pension Liability and Other Related Ratios

2. Schedule of District Contributions - Pension Trust Fund.
3. Schedule of Investment Returns - Pension Trust Fund.
Audit Objectives

The objective of our audit is the expression of an opinion as to whether your financial statements
are fairly presented, in all material respects, in conformity with generally accepted accounting
principles and to report on the fairness of the supplementary information referred to in the second
paragraph when considered in relation to the financial statements as a whole. Our audit will be
conducted in accordance with auditing standards generally accepted in the United States of
America and will include tests of accounting records and other procedures we consider
necessary to enable us to express such an opinion. We will issue a written report upon
completion of our audit of the Third Taxing District of the City of Norwalk, Connecticut’s financial
statements. Our report will be addressed to the Honorable Commissioners of the Third Taxing
District of the City of Norwalk, Connecticut. We cannot provide assurance that an unmodified
opinion will be expressed. Circumstances may arise in which it is necessary for us to modify our
opinion or add emphasis-of-matier or other-matter paragraphs. If our opinion on the financial
statements is other than unmodified, we will discuss the reasons with you in advance. If, for any
reason, we are unable to complete the audit or are unable to form or have not formed an opinion,
we may decline to express an opinion or may withdraw from this engagement.

Management Responsibilities

Management is responsible for the basic financial statements and all accompanying information
as well as all representations contained therein. We will advise you about appropriate accounting
principles and their application and will prepare your financial statements in conformity with U.S.
generally accepted accounting principles based on information provided by you, but the
responsibility for the financial statements remains with you. As part of our engagement, we may
propose standard, adjusting, or correcting journal entries to your financial statements. You are
responsible for reviewing the entries and understanding the nature of any proposed entries and
the impact they have on the financial statements. You agree fo assume all management
responsibilities for any nonattest services we provide; oversee the services by designating an
individual, preferably from senior management, with suitable skill, knowledge, or experience;
evaluate the adequacy and results of the services; and accept responsibility for them.




Mr. James W. Smith, General Manager
Third Taxing District
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Management Responsibilities - Continued

Management is responsible for establishing and maintaining effective internal controls, including
monitoring ongoing activities, for the selection and application of accounting principles, and for the
preparation and fair presentation of the financial statements in conformity with U.S. generally
accepted accounting principies.

Management is also responsible for making all financial records and related information available
to us and for the accuracy and completeness of that information. You are also responsible for
providing us with (1) access to all information of which you are aware that is relevant to the
preparation and fair presentation of the financial statements; (2) additional information that we
may request for the purpose of the audit, and (3) unrestricted access to persons within the
government from whom we determine it necessary to obtain audit evidence.

Your responsibilities include adjusting the financial statements to correct material misstatements
and confirming to us in the management representation letter that the effects of any uncorrected
misstatements aggregated by us during the current engagement and pertaining to the latest
period presented are immaterial, both individually and in the aggregate, to the basic financial
statements taken as a whole.

You are responsible for the design and implementation of programs and controls to prevent and
detect fraud, and for informing us about all known or suspected fraud affecting the Third Taxing
District of the City of Norwalk, Connecticut involving (1) management, (2) employees who have
significant roles in internal control, and {3), others where the fraud could have a material effect on
the financial statements. Your responsibilities include informing us of your knowledge of any
allegations of fraud or suspected fraud affecting the government received in communications from
employees, former employees, regulators, or others. In addition, you are responsible for
identifying and ensuring that the entity complies with applicable laws and regulations.

You are responsible for the preparation of the supplementary information in conformity with U.S.
generally accepted accounting principles. You agree to include our audit report on the
supplementary information in any document that contains-and indicates that we have reported on
the supplementary information. You also agree to include the audited financial statements with
any presentation of the supplementary information that includes our report thereon or make the
audited financial statements readily available to users of the supplementary information no later
than the date the supplementary information is issued with our report thereon. Your
respongibilities include acknowledging to us in the representation letter that (1) you are
responsible for presentation of the supplementary information in accordance with GAAP; (2) you
believe the supplementary information, including its form and content, is fairly presented in
accordance with GAAP; (3) the methods of measurement or presentation have not changed from
those used in the prior period (or, if they have changed, the reasons for such changes); and (4)
you have disclosed to us any significant assumptions or interpretations underlying the
measurement or presentation of the supplementary information.




Mr. James W. Smith, General Manager
Third Taxing District
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Audit Procedures - General

An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements; therefore, our audit will involve judgment about the number of
transactions to be examined and the areas to be tested. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements. We will plan and perform the audit to obtain reasonable rather than absolute
assurance about whether the financial statements are free of material misstatement, whether from
(1) errors, (2) fraudulent financial reporting, (3) misappropriation of assets, or (4) violations of laws
or governmental regulations that are atfributable to the government or to acts by managernent or
employees acting on behalf of the government. Because of the inherent limitation of an audit,
combined with the inherent limitations of internal control, and because we will not perform a
detailed examination of all transactions, there is a risk that material misstatements or
noncompliance may exist and not be detected by us, even though the audit is properly planned
and performed in accordance with U.S. generally accepted auditing standards. In addition, an
audit is not designed to detect immaterial misstatements or violations of laws or governmental
regulations that do not have a direct and material effect on the basic financial statements.
However, we will inform the appropriate level of management of any material errors, any
fraudulent financial reporting, or misappropriation of assets that come to our aftention. We will
also inform the appropriate level of management of any violations of laws or governmental
regulations that come to our attention, unless clearly inconsequential.

Our responsibility as auditors, is limited to the period covered by our audit and does not extend to
any later periods for which we are not engaged as auditors.

Our procedures will include tests of documentary evidence supporting the transactions recorded
in the accounts, and may include direct confirmation of receivables and certain other assets and
liabilities by correspondence with selected individuals, creditors, and financial institutions. We will
request written representations from your attorneys as part of the engagement, and they may bill
you for responding to this inquiry. At the conclusion of our audit, we will also require certain
writfen representations from you about the financial statements and related matters. If we incur
legal fees as a result of our reliance on any false representations made by District
representatives, the District agrees to reimburse us for all of our legal fees and related costs of
defense.

Audit Procedures -~ Internal Controls

Our audit will include obtaining an understanding of the government and its environment, including
internal control, sufficient to assess the risks of material misstatement of the financial statements
and to design the nature, timing and extent of further audit procedures. An audit is not designed
to provide assurance on internal control or to identify deficiencies in internal control. However,
during the audit, we will communicate to management and those charged with governance
internal controt related matters that are required to be communicated under AICPA professional
standards.




Mr. James W. Smith, General Manager
Third Taxing District
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Audit Procedures — Compliance

As part of obtaining reasonable assurance about whether the financial statements are free of
material misstatement, we will perform tests of the Third Taxing District City of Norwalk,
Connecticut's compliance with provisions of applicable laws, regulations, contracts and
agreements, including grant agreements. However, the objective of our audit will not be to
provide an opinion on overall compliance and we will not express such an opinion.

Engagement Administration, Fees and Other

We understand that your employees will locate any documents selected by us for testing.

The audit documentation for this engagement is the property of Hope & Hemandez, P.C. and
constitutes confidential information. However, subject to applicable laws and regulations, audit
documentation and appropriate individuals will be made available upon request and in a timely
manner to a cognizant agency or its designee. We will notify you of any such request. If
requested, access to such audit documentation will be provided under the supervision of Hope &
Hernandez, P.C.'s personnel. Furthermore, upon request, we may provide copies of selected
audit documentation to a cognizant agency or its designee. The cognizant agency or its designee
may intend or decide to distribute the copies of information contained therein to others, including
other governmental agencies.

We expect to begin our audit on approximately August 24, 2015 and to issue our reporis no later
than November 8, 2015. Charles J Rubertino, CPA is the engagement partner and is responsible
for supervising the engagement and signing the report or authorizing another individual to sign it.

Our fees for the audit for the year ending June 30, 2015 will be $20,548. Our fees for other
special auditing, accounting services or consulting services will be billed at the rate of $85 per
hour plus expenses.

The fee estimate is based on anticipated cooperation from your personnel and the assumption
that unexpected circumstances will not be encountered during the audit. If significant additional
time is necessary, we will discuss it with you and arrive at a new fee estimate before we incur the
adcitional costs. Our invoices for these fees will be rendered sach month as work progresses and
are payable upon presentation. In accordance with our firm policies, work may be suspended if
your account becomes 60 days or more overdue and will not be resumed until your account is
paid in full. If we elect to terminate our services for nonpayment, you will be obligated to
compensate us for all time expended and fo reimburse us for all out-of-pocket expenditures
through the date of termination.

We appreciate the opportunity to be of service to the Third Taxing District of the City of Norwalk,
Connecticut and believe this letter accurately summarizes the significant terms of our
encagement. [f you have any questions, please let us know. If you agree with the terms of our
engagement as described in this letter, please sign the enclosed copy and return it to us.




Mr. James W. Smith, General Manager
Third Taxing District
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Very truly vours,

éﬁ««%

Charles J. Ruberting,

RESPONSE:

This letter correctly sets forth the understanding of the Third Taxing District of the City of Norwalk,
Connecticut.

By

Title:

3rd TAX 2015 ENG




Memorandum
Third Taxing District
Electric Department

To: TTD Commissioners

From: Jim Smith — General Manager

Date: July 16,2015

Subject: UFS Cost of Service Proposal J

Attached please find an engagement letter prepared by UFS (Utility Financial Services)
outlining a potential scope of services for the upcoming fiscal year.

This letter was prepared @ my request and are “follow up “tasks that will be performed
by UFS to determine the adequacy and effectiveness of the initial rate design that was
developed back in the 2013-14 fiscal year for TTD.

My recommendation is to engage UFS to perform some or all of these tasks after we have
had a chance to discuss which items we would want them to concentrate on as part of

their “Summary of Deliverables”.

We have budgeted $5000.00 for this study in the 2015-16 Operating Budget under
account #923-000.

M:\Jim Smith - General Manager\2014\Memo Form - 2015-16 Cost of Service Study Update..doc




July 7, 2015

Jim Smith

Utility Financial Solutions, LLC

Third Taxing District
East Norwalk, CT

Dear Jim,

It is a pleasure to submit this engagement letter to provide an update to the
Financial Plan and rate design for the Third Taxing District. This letter describes
the scope of services and fees to complete the tasks described.

If you are in agreement with the terms identified please sign and return to the
address listed below.

Scope of Services

Completion of Financial Projection — Summary deliverables

¢ Financial Projection and long term rate track

a.
b.
C.
d.
e.

Development of five year financial projection
Identification of long term rate adjustments
identification of projected debt coverage ratios
Minimum cash reserve for the utility to maintain
Identification of target operating income

e Rate Design for one year

a.
b.

Impact of rate designs at various usage levels within each class
Movement of rate toward cost of service

e Detailed report for Management

a.

ldentifying process and results of study

® Presentation to Management and the Board of Directors/City Council
{Conference Call or WebEx. On-site optional)

a.

Presentation of results

b. Training on financial targets and how to consider looking at costs

C.

Input from Board/Council on rate adjustments and movement toward
cost of service




Fees for Services Outlined above: $9,500

Fees excludes the optional on-site presentation. Time, travel and out of pockets
additional for on-site presentations.

Fees for Optional Services:

Optional services and presentations will be billed hourly as requested. The hourly rates
are listed in the table below:

Hourly Rate
Mark Beauchamp $ 280.00
Dawn Lund $225.00
Mike Johnson $ 200.00
Dan Kasbohm $ 200.00
Chris Lund $200.00
Joan Bakenhus $120.00
Support Staff $65.00 - 120.00

If you have any questions please call me at 231-218-9664. If you are in agreement with
this letter please mail to diund@ufsweb com or mail to:

Utility Financial Solutions
PO Box 582
Leland, Ml 49654

We look forward to exceeding your expectations for this engagement.
Sincerely,

Dawn Lund
Vice-President, Utility Financial Solutions e
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Third Taxing District

2 Second Street
East Norwalk, CT 06855

Tel: (203) 866-9271
Fax: (203) 866-9856

MEMORANDUM
August 3, 2015
To: Commission

From: Ron Scofield

Re:  Signs

We have three major signs in the District — one at Constitution Park, one at Hanford
Switch (by clock) and one at Ludlow Triangle Park which is smaller and currently sits in
front of the summer concert sign.

We also have various smaller signs at different traffic islands and parks indicating that we
maintain them.

The original request to me was to have all signs be alike. 1 believe that was only directed
at the three larger signs.

At the October 2014 Commission meeting, there was discussion to remove the sign at
Constitution Park and make all signs the same. [ was asked to get three or four samples
of potential new signs for the November 2014 meeting which was tabled to the April
2015 meeting.

At the April meeting, the signs were discussed, but it was tabled to the August 2015
meeting with more information provided.

I recommend that the following decisions be made:

~, 1. Do you want all signs the same, including sign #5 in the photos enclosed?
2. Do you want to remove all of the existing signs at once and replace with new
signs or phase them in at various intervals? For example, the sign at Constitution
Park is only 2-1/2 years old and the sandblasted signs (photos #2 and #3) were
refurbished and are probably good for another three years or more.

District Commissioners

Charles L. Yost 203-853-0837 Chairman James Smith 203-866-9271 General Manager
David L. Brown 203-866-8099 Commissioner Ron Scoefield 203-866-9271 Assistant General Manager
Debora Goldstein 203-252-7214 Commissioner Michael Intrieri 203-866-3001 Treasurer




3. There is no money currently listed in the District Budget. Do you want to put it in
the next fiscal year budget for approval at the 2016 Annual Meeting?

4. Decide if you want sandblasted signs at an approximately cost of $2,200 each or
signs that are not sandblasted at a cost of between $700-$900, or a more
expensive type of sign which we can get a quote on.

Once these above questions have been answered, I can obtain more specific quotes on the
size and type of signs that you desire.
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Proposed Styles for New Signage

Sign #1 — Cedar Post & Redwood Finials (Ball on Top
of Post)

Exterior Grade Plywood — 2’ x 5’
TTD Logo on White Background
Range without installation - $650.00




Sign #2 — Cedar Post - Exterior Grade Plywood
w/Lattice Work — 2’ x 5’
TTD Logo on White Background
Range without installation - $750.00




Sign #3 — Cedar w/Wood Preservative — 2’ x 5’
TTD Logo on White Background (Face |
Range without installation - $850.00-$875.00




Sign #4 — Mahogany on Cedar Posts — 2" x 5’

With our Logo — White Background
Lettering in Blue

Range without installation - $2,500.00




GENERAL MANAGER’S REPORT
(Note Page)




Tree Trimming Update
Facts and Figures

2014/15 Operating Budget: $17,620
2015/16 Operating Budget: 518,480

Contractor: KT1 Utility Construction & Maintenance, LLC
Timing: Normally performed during the fall and winter months when there are no leaves on the trees.

Method of Tree Trimming: The district is divided into four quadrants and a percentage of the system is
trimmed in any given year.

Typical trimming pattern:
e 6 feet back from primary and secondary lines.
e Spot trimming.
e Special needs for customers.

2014/15 — Streets that have had portions trimmed:

e Ludlow Manor

# Raymond Lane

e East Avenue

e Cloverly Circle

e Winfield Street

Scofield Place

Shorehaven Road

Rowan Street

Fitch and Rowan substations

® & @

2014/15 - Streets with tree removal:

¢  Winfield Street

»  Old Saugatuck Road (2)
e Acacia Street

e Shorehaven

e Norman Avenue




Third Taxing District
Financial Highlights
July-June- 2015 vs. July-June-2014

July-June -2015 July-June -2014 $ Change % Change

Total Income 10,190,857 10,179,409 11,449 0%
Total Expense 10,797,806 10,660,273 137,533 1%
Net Ordinary Income (606,949) (480,864) (126,084) 26%
Other Income 747,556 856,161 91,396 14%
Other Expense 48,018 42,940 - -

Net Income before Rate Stabilization 92,590 132,356 (39,767) -30%
Rate Stabilization 414,495 75,910 338,585 446%
Net Income 507,085 208,267 298,818 143%

CASH BALANCES FY 2015

Jun-15

ACCTS :

Operating Accounts 540,662

Capital improvements Fund 896,543

TTD Outstanding Principal Balance with CMEEC

Balance as of July 1, 2014 5,146,271

Current Balance 4,657,558

Power Supply [Current Fiscal Year-to-Date | [Last Fiscal Year-to-Date |$ Change % Change
Energy Cost $ 6,769,457 $ 6,868,503 $ (99,045) -1%
Budget Energy Cost $ 6,227,901 $ 6,625,077 $(297,177) -5%
Energy Cost Cents/KWH 10.350 10950 $ (0.60) -5%

%%



Third Taxing District

Profit & Loss Prev Year Comparison
July 2014 through June 2015

Jul't4-Jdun1s  Jul'13-Jdun 14 $ Change % Change

Crdinary Income/Expense

income
443-00 - Cervalis Data Center Revenues 136,240.23 33,283.62 102,956.61 308.33%
440-00 - Residential Sales 3.,841,786.50 2,702,673.70 1,139,112.80 42.15%
442-01 - Large Commercial Sales 963,158.08 678,030.51 285,127.55 42 .05%
442-02 - Small Commercial Sales 2,584,861.15 2,006,413.74 578,447.41 28.83%
445-01 - Water Pollutn Contrl Pint Sales 1,053,908.50 727,132.61 326,775.89 44.94%
445-02 - Flat Rate 98,568.01 90,777.48 7,790.53 8.58%
557-00 - Purchased Power Adjustment 1,512,334.75 3,941,096.88 -2,428,762.13 -61.63% Footnote 1
Total Income 10,190,857.20 10,179,408.54 11,448.66 0.11%
Cost of Goods Sold
555-00 - Electrical Power Purchased 6,769,457.35 6,868,502.60 -99,045.25 -1.44%
Total COGS 6,769,457.35 6,868,502.60 -99,045.25 -1.44%
Gross Profit 3,421,399.85 3,310,905.94 110,493.91 3.34%
Expense
904-00 - Substation 218,830.06 108,511.58 110,318.48 101.67% Footnote 2
930-43 - TTD 100th Anniversary 0.00 28,240.77 -28,240.77 -100.0%
403-00 - Depreciation Expense 600,835.59 557,160.00 43,675.59 7.84% Footnote 3
408-00 - Taxes 311,880.56 346,544.00 -34,663.44 -10.0%
540-00 - Other Power Generation Expense 132,289.89 180,316.89 -48,027.00 -26.64% Footnote 4
580-00 - Distribution Expenses 48,306.98 71,425.37 -23,118.39 -32.37% Footnote 5
580-00 - Maintenance Expenses 577,087.58 424,351.76 152,735.82 35.99% Footnote 6
900-00 - Customer Accounts & Service 259,454.18 316,817.85 -57,363.67 -18.11% Footnote 7
920-00 - Administrative Expenses 1,877,189.09 1,758,402.07 118,787.02 6.76% Footnote 8
980-00 - General Community Expenses 2,474.61 0.00 2,474.61 100.0% Footnote 9
Total Expense 4,028,348.54 3,791,770.29 236,578.25 6.24%
Net Ordinary income -606,948.69 -480,864.35 -126,084.34 -26.22%

Other Income/Expense

Other Income

418-00 - Dividends 13,293.69 12,684.08 609.61 4.81%
418-00 - Interest Income 46,601.65 15,042.99 31,558.66 209.79% Footnote 10
420-00 - Gain/(Loss) on Investments 42,399.81 0.00 42,399.81 100.0% Footnote 11
421-00 - Norden Project income 641,728.62 528,593.62 113,135.00 21.4%
423-00 - Gain/(L.oss) from Sale of FA 3,532.65 32,825.40 -29,292.75 -89.24% Footnote 12
424-00 - Energy Conservation Fund Income 0.00 67,014.61 -67,014.61 -100.0%
425-00 - Miscellaneous Income 0.00 0.00 0.00 0.0%
Total Other Income 747,556.42 656,160.70 91,395.72 13.93%
Other Expense
426-30 - PERSON TO PERSON 20,000.00 20,000.00 0.00 0.0%
426-20 - Energy Conservation Expense 25,332.36 15,792.40 9,539.96 80.41% Footnote 13
942-00 - Interest Expense 2,685.83 7,147.76 -4,461.93 -62.42%
Total Other Expense 48,018.19 42 940.16 5,078.03 11.83%
Net Other income 699,538.23 613,220.54 86,317.69 14.08%
Net income before rate stabilization 92,589.54 132,356.19 -38,766.65 -30.05%
Rate Stabilization 414,495.23 75,910.38 338,584.85 446.03%
Net Income 507,084.77 208,266.57 298,818.20 143.48%

Preliminary Unaudited - Internal Use Only - Modified Cash Basis




Third Taxing District

Profit & Loss Prev Year Comparison

Ordinary Income/Expense
Income
443-00 -
440-00 -
442-01 . Large Commercial Sales
442-02 -
445-01 .
445-02 .
451-00 -

Cervalis Data Center Revenues

Residential Sales

Small Commercial Sales

Water Pollutn Contrl Pint Sales
Flat Rate

Miscellaneous Service Revenue
557-00 - Purchased Power Adjustment

Total income

Cost of Goods Sold
555-00 - Electrical Power Purchased
Total COGS
Gross Profit
Expense
904-00 - Substation
403-00 - Depreciation Expense
408-00 - Taxes

540-00 - Other Power Generation Expense

580-00 . Distribution Expenses
590-00 - Maintenance Expenses
900-00 - Customer Accounts & Service
920-00 - Administrative Expenses
980-00 - General Community Expenses
Total Expense
Net Ordinary income
Other Income/Expense
Other Income
418-00 -
419-00 -
421-00 .
423-00 -
424-00 -

Dividends
Interest Income
Norden Project income
Gain/(Loss) from Sale of FA
Energy Conservation Fund Income
Total Other Income
Other Expense

942-00 . interest Expense
Total Other Expense

Net Other Income
Net iIncome before rate stabilization

Rate Stabilization

Net income

June 2015

Junis Jun 14 $ Change % Change
11,989.83 20,713.01 -8,723.18 -42.11%
294,925.37 173,738.71  121,186.66 69.75%
82,432.96 51,806.20 30,626.76 59.12%
232,846.32 151,870.41 80,975.91 53.32%
84,751.23 55,401.36 29,349.87 52.98%
8,705.04 8,804.04 -99.00 -1.12%
2,167.96 0.00 2,167.986 100.0%
87,250.79 272,327.51 -185,078.72 -67.96%
805,069.50 734,661.24 70,408.26 9.58%
488,657.92 480,358.57 8,299.35 1.73%
488,657.92 480,358.57 8,299.35 1.73%
316,411.58 254,302.67 62,108.91 24.42%
16,900.37 14,472.90 2,427.47 16.77%
46,636.06 60,370.35  -13,734.28 -22.75%
1,183.07 792.22 390.85 49.34%
1,895.08 1,387.59 507.49 36.57%
3,531.24 8,205.34 -4,674.10 -56.96%
21,473.74 25,528.96 -4,055.22 -15.89%
16,785.39 20,585.22 -3,799.83 -18.46%
129,099.56 111,819.04 17,180.52 15.35%
1,097.26 0.00 1,097.26 100.0%
238,601.77 243,261.62 -4,659.85 -1.92%
77,809.81 11,041.05 66,768.76 604.73%
0.00 0.00 0.00 0.0%
0.00 525 -5.25 -100.0%
43,003.48 46,002.00 -2,998.52 -6.52%
1,401.65 0.00 1,401.65 100.0%
10,911.33 14,721.25 -3,809.92 -25.88%
55,316.46 60,728.50 -5,412.04 -8.91%
145.31 0.00 145.31 100.0%
145.31 0.00 145.31 100.0%
55,171.15 80,728.50 -5,657.35 -9.15%
132,980.96 71,769.55 61,211.41 85.29%
28,874.91 68,344.70  -39,469.79 -57.75%
161,855.87 140,114.25 21,741.62 15.52%

Preliminary Unaudited - Internal Use Only - Modified Cash Basis




Third Taxing District
Profit & Loss Statement
Explanation of Major Variances
Jul-June -2015 vs. Jul- June - 2014

The decrease in the fuel adjustment is due to the fact that the District moved
to a revenue neutral rate adjustment in accordance with the results of the
independent rate study. The Fuel Adjustment rate was decreased and the
adjustments were spread proportionally to the revenues throughout the system.
This can be seen by reviewing the year to date June 2015 month to date
financial statements versus the year to date June 2014 financial statements.

The increase in substation expense of $110K is due to the fact that a separate
payroll expense category was setup for Pete Johnson and Scott Tracey who
will be working on the substation.

Increase in depreciation expense is up due primarily to the depreciation of
substation which came on line in January of 2014. The substation will be
depreciated over 20 years and will have an annual depreciation of $251,328 or
monthly depreciation of $20,944.

The decrease of $48K in Other Power Generation expense is mainly due to the
additional maintenance work done by HO Penn Machinery in the prior year to
get the generators up and running to optimization.

The $23K decrease in Distribution Expense is a function of better pricing for
materials and supply purchases from Air Gas, Electrical Wholesalers, and
other miscellaneous vendors in the current year.

The $152K increase in Maintenance Expense is due to approximately $16K in
additional substation maintenance from Eleck & Salvato, Oman’s Garden, and
Effective Plumbing, related to a water leak below the Fitch Street Substation
Control House. These expenses will be offset in the future with a credit
received from Eaton Corporation. We also spent $8K on overhead line
maintenance with WESCO. There is approximately 6,400 in roof repairs with
Zhakar roofing. There is also an increase in tree trimming and other related
maintenance in an effort to reduce outages. Also included in payroll is Paul
Hedrick who was not working at TTD in the prior year.

The approximate $57K decrease in Customer Accounts & Service is mainly
due to payroll associated with the retirement of Ana Aguilar, as well as the
fact that wages for Pete Johnson were shown in this category during the prior
year and are now listed under Substation expense for the current year. Ana’s

%



decreased wages are now being partially offset by the hiring of the new
customer service rep position.

8. The increase of $118K in Administrative Expenses is due to the following:

$9K in temporary staffing of Cynthia and Kiki before hiring.

$20K in repairs and maintenance of 2 Second Street facility.

$10K in the timing of health insurance premiums and payments.
$74K increase in legal fees mainly due to Amy Livolsi & Berchem,
Moses, & Devlin.

e. The remainder is due to increases in Admin payroll, payroll taxes and
call time charged to this account based on increased customer activity
over the period.

e op

9. This account is a new account setup to track expenditures related to the
special library forum meetings.

10. The increase of $31K in interest income is due to a full year of interest on the
Cervalis loan versus only 5 months in the prior year.

11. The increase of $42K is the unrealized gain on our capital improvements
account to date. Note: Now that the Fitch Street and Cervalis projects are
complete we are now investing in the account rather than keeping it
completely liquid.

12. Gain or loss on the Sale of Fixed Assets is due to the sale of scrap.

13. The amounts in Energy Conservation expense are net of Energy Conservation
revenues collected and are due to the purchase of the new LED streetlights as
well as LED bulbs for our customers. As these expenses are incurred they are
reimbursed to the district through our conservation fund.
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